THE value of U5, direct investments
abroad totaled $86.0 billion at yearend
1971, up $7.8 billion from yearend 1970
(table 2). The increase reflected both
large capital outflows from the United
States and large reinvestments of direct
investment earnings (table 1). Par-
ticularly big incresses in the value of
investment were registered for manu-
[ facturing affiliates in the developed
gountries and for petroleum affiliates in
other areas (table 2 and chart 8).
Direct investors’' ownership benefits
measured on the broad earnings basis
( totaled a record $12.6 billion in 1971
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(table 3). The broad earnings basis sums
the direct investors' receipts of divi-
dends, interest, branch earnings, and
royalties and fees from the affiliates plus
the investors' share of affiliates’ re-
invested earnings, Manufacturing af-
filiates in developed countries con-
tributed %4.1 hillion to the $12.6 billion
broad earnings total and petroleum
uffiliates in other areas contributed $3.6
billion, The total was up $1.7 billion
from 1970, a record incresse; the
growth centered in petroleam affiliates
in “other areas’’, which includes erude
production affiliates in developing areas

Annual Additions to Direct Investments Abroad by Major Area and by Industry of Affiliate
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and marketing and shipping affiliates in
international.

Direct investment and U.S. corporate
balance of payment flows

Tuble 1 shows both the identifiable
direct investment transactions and the
other identifiable transactions of U.S,
corporations, Although the corporate
data are not collected in & way that
allows transactions associated with di-
Nore.—Htatistical material for this article
waa prepared ander the general supervision

of Richard L. Smith, with major assist-
ance from Gregory G, Fouch,
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Table 1.~IL5. Balanee of Payments Flows Related to Direet Investments Abroad snd Other Corpprate Transactlons
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rect investment to be separnted from
other corporate Wensactions, it is
likely that much of the movement in
these other corporate ciaims and linbili-
Ges is In fect ossocinted with direct
investment. It is for this resson that
tha data are brought together in table 1.

. The net Row shown in teble 1 indicutes

A el e

the identifiable impact that all these
trenzactions have an the U5, balance
of pnyments on the officisl reserve trans-
nctions basis. However, this figure is

SURVEY OF CURRENT BUSINESS

not coterminous with the balanee of
poyments impact of divact investments.
For one thing, some of the international
irensnctions reported by U.S. corpora-
tions, such as teade eredits, are in fack
not azsociated with direct investment
activities. Also, some of the irmportant
bolence of poyments effects of direct
investment, surh as exports and im-
roria associnted with direct investent
ond interast payments to foreign halders
of U.5. corporate debt hssociated with

23

direet investment, ara not shown be-
eause ndegunte data on the role of U.5.
direet investors in these accounts are
Inclang.

The identifinble T1.5. corpornte trons-
aetions shown in table 1 had a pak
favornble impact on the U.S, balance of
poyments of 54.9 hillion in 1971 {line 1.

"Thig wns $1.2 hillion less than the gom~

pnrable figure in 1970, Acceleration of
dirset investment in affilintes hed an
ndverse impact of $0.7 billion on the

Tablo 3.—Alternative Measures of Return on U5, Direer Investinents Abroad, by Axea and Industry
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94 Table 4. —Selected Data on T8, Direct
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vear-to-year change (line 2), but most
of the deterioration was in {ransaclions
with unaffiliated foreigners: corporate
claims on unaffiliated foreigners shifted
adversely by $0.5 billion (line 7), while
borrowing abroad shifted adversely by
£1.7 billion (line 12), A large part of the
adverse shift in U8, corporate capital
accounts was offset by the record in-
crease of $1.7 billion in direet investors'
ownership benefits (line 18).

Overall, the $1.2 hillion adverse
shift from 1970 to 1971 reflected trans-
actions with developed countries; trans-
actions with other areas showed a
slight improvement in net flows to the
United States,

The 1971 deterioration may have

PN
Earnings of Foreign Affiliates

Billion ¥ (Rakio scale)

B INDUSTRY OF AFFILIATE

7L

US Departresal ol Comremsr, Buess of Eoosoms dnatyss
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been related to the international ex-
change crises, for both the increased
direct investment capital outflow and
the adverse swings in other U.S. cor-
porate claims and liabilities were con-
centrated to an unususl degree in short-
term aceounts. For instance, among
direct investment transactions, short-
term capital outflows on intercompany
accounts to incorporated foreign affili-
ates were $1.1 billion in 1971, compared
with §0.7 billion in 1970. The adverse
shifts in U5, corporate capital trans-
actions with unaffiliated foreigners were
also  concentrated in short-term  ac-
counts: short-term claims on foreigners
inerensed sharply in 1971, compared
with little change in 1970, and short-
term liabilities decreased, compared
with large increases in 1970, Some part
of these shifts no doubt reflected a
positioning of elaims and liabilities in
anticipation of a dollar devaluation. In
addition, the exchange market un-
certainties in 1971 probably made it
more difficult than in prior vears to
arrange short-term  foreign loans on
attractive terms,

Factors other than the exchange
market disruptions also influenced the
1971 deterioration in the net flow shown
in table 1. For one thing, conditions in
U.s. finaneial markets essed  while
conditions in some of the major foreign
financial centers lightened, and both
these developments would encourage
outflows of U.8. funds to finance direct
investment. Also, the 1970 and 1971
liberalizations of Foreign Direct Invest-
ment regulations possibly moderated
the need to undertake new foreign
borrowing as an offzet to US. capital
outflows for direct investment purposes,

In recent years, the rate of growth in
direct investments has persistently ex-
coeded thai of other 1.8, claims on
foreigners. (See “The International In-
vestment Position of the United States,
Developments in 1971,” in the October
Survey.) At end-1971, the U.S. direct
investment position accounted for
nearly 48 percent of all foreign assets
held by U.S, residents, up from 41 per-
cent at end-1965, This increasing im-
portance of direct investments is prob-
ably related to the structure of the U.S,
balance of payments improvement pro-
grams. The programs allow larger U.S,
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capital outflows for direct investment
purposes than would otherwise be per-
mitted if the larger outflows are offset
by eligible foreign borrowings—and the
volume of eligible foreign borrowings
has been large. In contrast, many other
types of U.S, capital outflows, partic-
ularly for portfolio investments, are
subject to the Interest Equalization
Tax and many types of U.S. bank
lending to foreigners are subject to the
Voluntary Credit Restraint Program.
Thus, the balance of payments im-
provement programs have probably
been less restrictive of the growth
in 1.3, direct investments than of
the growth in other U.S. claims on
foreigners.

CGrowth in the U.S, direct investment
position

By industry, the largest addition to
the direct investment position in 1971
was, as usual, in manufacturing ($3.2
billion, ses table 2). Continuing the
trend of recent years, most of these
manufacturing mvestments were in de-
veloped countries. The addition to U.S.
direct investment in the petrolenm in-
dustry was $2.5 billion, split about
equally between developed countries
and the “other areas” category (which
includes developing countries as well as
international operations such as ghip-
ping). Additions to U.S. direct invest-
ment in other industries totaled $2.1
billion,

The §7.5 billion addition to the U.S.

direct investment position in 1971 rep-

resents o rapid $1.8 billion growth from

1969, This growth was mainly in in-
vestiment in  petroleum-related activ-
ities—production, transportation, re-
fining, and marketing—as the addition
to  direct investment in  petrolenm

g
-;

|

T

i

affiliates wecelerated from $1 billion in

1969 to $2.5 billion in 1971. This ac-
celeration reflected continuing strong
growth in foreign energy requirements
and competition to secure and open new
producing areas, Some of the growth in
investment was in tankers and related
port facilities, spurred by increased un-

certainties in the Middle East that led |

the companies to adjust the amounts of

erude produced in different areas and |

to change their transportation arrange-

ments,
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Rates of Return on U.S. Direct
Investments Abroad

CHART 10

Alternative Measures of Return—
Al Foreign Affiliates '
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Table 5.=Net Capital Flows Betweon
Primary and Sccondary Foreign A fliliates
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The accelerntion in  wdditions to
petroleum direct investment from 1969
to 1971 was split almost equally
between developed countries and other
areas, but the aceeleration from 1969
to 1070 was almost entively in developed
countriez while the aceeleration from
1870 to 1971 was entirely in the “other
areas.”

Components of additions to direct
investmernt

The two main components of the
1871 addition of $7.8 billion to the
direct investment position (table 2)
were nel capital outflows from the
United States ($4.8 billion) and the U.S.
share in affiliates’ reinvested earnings
($3.1 billion).

Reinvested earnings were less than 25
percent of the 1971 addition to direct
investment in petrolewm, but more than
50 percent of the addition to direct
investment in manufacturing, This dif-
ference largely reflects the faet that
almost all direct investment in crude
petroleumn  production is in branches,
reflecting the U.S. tax advantage
attaching to the branch form of orga-
nization [or extractive activities, while
most foreign manufacturing affilintes
are incorporated. Because of the way
branch accounts are kept by the com-
panies, the U.5. balance of payments
aecounts treat branch earnings as
though they were entirely remitted to
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the United States, and all additions to
the net assets of foreign branches as
U5, eapital outflows. As a result, no
reinvested earnings figure iz ealculated
for branches, but some of the net
capital outflows to branches serve the
same function as reinvested earnings do
in the case of incorporated affiliates.

From 1969 to 1971, reinvested earn-
ings grew from $2.6 billion to $3.1
billion, a 20 percent increase. This was
less than half the rate of growth in net
capital outflows, which went up from
$3.3 billion to %4 .8 billion, or 46 percent.
The growth of reinvested earnings was
slowed by o sharp increase in dividends
remitted to TS, parent companies,
which bolstered the profit fisures of the
parents in a period when profits from
domestic operations had deteriorated.

On the other hand, after mid-1970
U.S. corporations were rebuilding li-
quidity positions that had been run
down in the preceding tight money
period, This improvement facilitated

Tahle 6.~—Acquisitions and Sales by
American Companies of Foreign Enter-
prises,! by Area and Industry
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the larpe incyesses in 1970 and 1971 in
direct investment capitn)l outflows.
Thogn large increnses may wlso have
been facilitated by easing of Foreign
Direct Investment regulntions in 1970
and 1971

SURVEY OF CURRENT BUSINESS

ts of the return on .S,

direct investitients
Table 3 gives alternetive mensures of
the return on US. direct investments
sbroed, by major ares snd by major
industry of the foreign sffiliate. Panals
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A through F give the basie components
nsed to celenlate the vorious mensures:
panel G gives the dollar return on the
hagis of each of four measures; and
ponel ¥ gives the percentage raies of
return, celenlated on the value of TS,

Table TA.~Preliminary 1971 Data an U.5, Divect Investment Abroad, ’
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direct investment ot the bepinning of
the year, for three of the measures {it
- is not possible to caleulate a rate of
raturn for the “sermings'’ messure ba-
cause datn on the U.S. share in the net
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collacted for the years covered), Da-
finition of tha bosic components (panels
A through F) and explanation of the
relationship among them sre given in
tha Technica] Note at the snd of this
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raview the components one by one.

Net earnings of foreign branches in
1971 were $3.1 billion, an increase of
£0.7 billion frem 3970 (panel A).
Petroleum brenches in “other areas’
which include most of the crude pro-
duction pffiliates and the merketing and
shipping affiliates, accounted for the
major part of these earnings.

The U.S. direct investors’ receipts of
common ctock dividends from incor-
poreted foreign affilintes wers $3.5
billion in 1971, on increaze of $0.6
billion from 1970 {panel B). Manu-
facturing affiliates in developed coun.
tries were the largest source of
dividends. Foreipn withholding taxes
on commoh stock dividends in 1971
were $0.4 billion (pamnel ). These are
taxes peid by ineorporated affiliates te
forcign governments in connection with
cominon dividends paid to T.5. direct
investors, These taxes are mainly paid
to developed cauntries by manufactur-
ing affiliates.

The U.8. direct investors” shava of
the reinvestad eamings of incorporated
affiliates was $3.1 billion in 1971, up
from %2.9 billion m 1970 (panel LI)).
Clese to half of reinvested earnings
were in manufacturing affilintes in devel-
oped countries. (The sum of reinvested
spmings, dividends, and foreign with-
holding taxes equala the U.8. direct
investors’ share in earninge of ineorpo-
rated Joreign offilintes.)

Interest received by direct investors
[rom effiliates in 1971 was $0.6 billion
fpanel E). Interest receipta have grown
rapidly in recent years (they wers only
§0.2 billion in 1965) in part hecaysa aof
increnses in interest rates. Interest,
comprising receipte from all forms of
foreign organization, eovmes mainly from
nffilintes in the develaped countriss.

TDhrect invastment royaltjies and feas
nre net paymenta by foreign affiliates to
7.5, diveot investors for: (i) royalties,
license fees, and rentels, which include
parent eompany charges to cover o por-
tion of expenses of research ond davel-
opment: of new products and processes
and rental fees for the use of tongibla
property; (i) management fees and
service chorges, which represent an allo-
caticn of wdministrativa ond other
expenses incurred by parent companies
on behalf of their foreign affiliates.
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Thesze figures ara net of any payments
by 11.5. parenis to the foreign affiliates.
Takle % shows data on rovalties and
fees aplit between the two major cate-
goriea histed under {i) ond Gi). Pay-
ments of royalties sod fees by foreign

SURVEY OF CURRENT BUSINESS

affilintes to U5, residents cthar than
their own parenis are not included in
the data on direct investment royalties
and fees covered in this nrticle,

Direct investment royoltics nnd fees
were $2.2 lllisnin 1971, up more than 13
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parcent from 1970 (panel F), Manufac-
turmg effiliates in developed countries
nccounted for roughly three-fourdhs of
the 1971 figure. Affilintes in the petro-
leums industry, ns vsual, yeported only
small payments of royalties and fees.
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l Alternative meqsures af return

v Four measures of the dollar return on
_ direct investment, reflecting wlternative

anslytic viewpoints, abtained from dif-
s ferani combinations of the components
f'
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in panals A through ¥, nre shown in
pinel G of table 3. Rafos of return ars
shown in panal H end chart 10.

The T0.8. shate in eoraings of the
foreign affliates gives a conventional
mensura of return from the viewpoint
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of the affilintes. This earnings measura
sums branch earnings, dividends, with-
holding taxes, onel reinvested enrnings
of ineorporated foreign affiliates (panels
A+B+4CH D). Interest and royaities
end fees are excluded because they are
cogts to the nffiliatas.

The U.S, shara in earnings of foreign
affilistes was $10.2 billion in 1071, The
increaze from 1970 was 16 percent, in
line with the growth in 1962 ond 1969;
earnings growth in 1970 was & percent.
The 1071 increase primerily reflacted a
rapid exponsion in petrolenm enrnitgs,
as ingressed produation more than offset
decreased profits per bamrel coused by
higher toxes snd other costs. The in-
creass in production resulted from grow-
ing demands for snergy abroad slong
with o continuing shift swny from coal.
In 1871, for the first time it sevarsl
yenrs, earnings of petroleum affiliatas
oxcesded eornings of meanulacturing affili-
ntes, The small incresse m earnings of
monufasturing affilintes mostly reflected
incrensed earnings of Conodian frons-
portation equipment affilintes, which
had besn depreseed in 1970 by labar
troubles. Ofherwize, mannfacturing
enrnipgs were held down in 1071 by
slack economic conditions abroad.
Thera was very litila growth in aggre-
gate esrnings of the other industry
groups in 1971, as an 1mp1'ﬂvamant in
earnings of ﬁrmncﬁ nig] mmsurance offli-
ates wos offset by soma deterioration in
misning and smelting. Bornings of min-
ing snd smelting affilistes declined
beasuse of the Chilesn nationalizations,
strikes, and lower metal prices. Associ-
nted with these changes in the industry
composition of earnings was & amnll
deerense In the shars of earnings ac-
eounted for by developed eountries.

Adjugtsd earnings [locuses on  bha
raturn reslized by the direct investor,
rother than sarnings frorn the point of
view of the offliates. It js egual to
earnings plos interest less withholding
taxes paid to [oreign govelnments
(panels A4+ B+ D+ E). Intersss poid by
offiliates to divect investors is pari of
adjusted esrnings because loan capital
is included in the value of direct in-
vestment; foreign withholding faxes on
common dividends poid to direct in-
vestors are excluded becnusa such
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faxes represent a reduoction in benefits
to dirgel investors. Royalties and fees
are excluded as they are not included
in the conventionnsl. concept of return
on capital.

On the adjusted earnimgs busis, re-
turns to TI.8. direct investors were
$10.4 billion in 1971, §1.5 hillion more
than in I1970. The adjusted enrninps
fipurss show roughly the same aiea
and industry pritern as the sarpings
fipures discnssed above, with pstrolenm
affiliztes in “other aress’” dominating
the change from 1970 to 1971.

The $10.4 hillion of adjusted earnings
gave o rate of raturm of 13.3 pereent on
the U0.5. direct investment position, up
significantly from the rete of return in
1970 {panel H). The gain wos lorgely
in petrolevm. The rate of return in
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manufacturing was unchanged ot 11.5
percent, while that [or other industries
fell from 1970 to 1071,

BEA has date for & special sample of
223 T.S. direct investors in manu-
facturing. These data permit com-
parison of the rate of return from
foreign affilintes in manufacturing with
the rate of return on domestic (11.5.)
operations. The T3, rates of returmn
are availeble only for 1988 and 1970
and do not cover all the US. parents
for which affilinte date nre available.
Tha 118, rates of return nre plotted as
points in the third panel of chert 10.

For U.8. direct investments in foreign
affilistes, the adjusted sernings measurs
approximates 6 return on net worth,
The figures for divect investors’ domestic
aperations tre & wmeasure of refurn on

Movember 1972

domestic net worth: the TS ineome
figure excludes fees and royalties, in-
terest, snd related receipts from the
forsign aflilintes, end the US. net worth .
figure axcludes mvestments in the
foreign affiliates. On this hasis, tha dats
for 1986 show & domestic rata of
return in menufecturing of 11.5 per-
cent, nnd an ndjusted earnings rate of ©
roturn of 10.7 percent an US. direst..
investments in foreign mannfacturing °
affiliates: in 1970 the domestic rate of
return was down to 6.7 parcent, whils
the yisld on the U.S. direct investmants
in tha forsign affiliates had inereasad ™
te 115 percent. [t should be borne in .
mind thet these comparisons are signif-
icantly affected by divergent domestio
and foreign economic conditiens in
1966 and 1970. In the Tnitad Siatas, .
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1866 wos morked by strong pressures
o industrial enpacity while 1970 wes
marked by o recession. Abrowd, 1966
rtended to be o poor year relative to
1970,

Tha brogd sominge meosure is the
most complata  aceount of henafitz
_received by direct investors from their
" foreign sfilistes. The broad earnings

- massure is  calouleted by eadding
royaltios and fees to adinsted asrnings
(panels A<4+B4D--E-+F). Royalties
gnd fesz are included ns representing a
,recovery of some of the research and
" development coste and administrative

« posts incurred by the TS, pareng
company. Addition of 1971 royalties
pnd fesse of $2.2 hillion to adjosted
enmings gives & brond earnings fgnre
,of $12.6 billlon, up from $10.9 billion
"in 1970, The $12.8 billion repressnts o
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rate of return of 16.1 percent on tha
TS, direet investment position: in
1970, the broad esrnings rate of retien
was 15.3 percent. The ineranse cantered
in the patroleum industry. Tha broad
parnings measure is copcentrated in
the developed countries move than tha
other messures, reflacting the impor-
tance of royalties and fees [rorm maonu-
facturing effilintes in those countries.

The balancs of poymeniz income
measure is the MNation's identificble
Iefurn on direet invaestmant ns regorded
imn the U.S balance of payments
accounts. This messure equols broad
earrings less roinvestad eavnings (panals
A+B--E+F). Keinveatar sarnings ara
excluded beeanse they are not now
trentad ns a 115, recaipt in 1.5, balanea
of poyvments aceounting. (& revision
of the US. balgnee of payments
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aecounting fromework thai would in-
pluda reinvestad egrnings of incorpo-
ratad affilistes na o T1S. receipt is baing
considered.)

From the balance of payments view-
point, the return to the United States
on direct investment wes $%.5 billicn
in 1971. This geve n rate of retorn of
12.1 perzent on the yearend 1970 value
of U.S. direet investment of 578.2
billion, 1 percentage point higher than
tha 1970 rata of return. The rats viries
eongidershly by ares end by industry.
Paetrolanm affdintes in the developed
countries show o very low rata, whila
petroleum afiilintes in other treas show
& very high rate. This reflacts the fact
that transfars of oil to sffilintes in eot-
suming areas from offiliates in other
arens are priced so as to show most of
the patraleum firms' profits ccevrring
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in the “other arens” becauss of tay
considerations ond pricing agresments
with the governments of producing
countriss, For both menufnciuring and
the “other industries™ shown in tabls 3,
the rate of refurn from affilistes in
dsveloped covniries exceadad that from
affilistes in other aress.

The three rates of return nre plottad
for the yenre 196¢ through 1971 on
chart 10. Orver the pericd as a whole,
all the rates of refurn tended to move
up. The incresse was sharpest on the
balense of payments bnsis and slowest
on tha adjusted earnings basis
{Adjusted sarnings exclndez the fast-
growing royalties and feez compionent.)
On all three mensurss, tha growth in
the rats of raturn to the United Stotes
was interrupted in 1964 end 1965 by
the impact of & slowdown in sconornis
growth abroad, and the upirend was
not resumed until 1968. The rate of
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reburn on the bolsonce of payments
bisis was least affected, ns growth in
incoms transferred to the Tnited States
was maintasined while the growih in
reinvested earnings {which &re ot
ingludad in this measurs) slowed.

The rate of return on 1.8, dirast
inveefments wos higher in 1971 than
in 1970 on &ll three measures, mainly
refecting the large increases in the
return  from petrolenm affilistes in
rroducing arens. The retes of reburn
from manufacturing affiliates in 1971
showed Iittle change from 1970 as
the effsct of on inersase in returns
wis nhout offset by the growth in the
value of investments. The retes of
return on menufacturing investments
in 1471 remained higher in developed
countries than in the other areas
despita the sconomic slowdown in
the developed arans.

Technical Note

THE wvarious direct investmenl esrn-
ings items shown in tekles 3, 4, TA,
and 7B ore defined here and their
tlerivation and relationship 6to each
othar are shown.

1. Net earnings of foreign corpora-
tiong: The TS porents’ ghorve in the
enrnings of their foreign subsidiaries
after provision for foreign income taxes,
preferred dividends, and intersst pny-
menis.

2. Nei earnings of joreign branches:
The swnings of foreign bronches of
TS, companise after provision for for-
aipr income taxes but before depletion
charges or provisions for TLS. taxes.
Included with net enrnings of branches
are the U3, shore in the net earnings
of foreign partnerships, sole propriator-
ships, nmdl other types of unincorpo-
rated foreign organizations, The totnl
amount of net branch earnings is
assumed to he repafriated to  the

United States and is o bolance of pay-
ments inflow. To the extent that
bronch earpings are in fact left sbroad,
they are implicitly entered] in the TL3.
balance of payments os capital out-
flows that offset the inflow of repnti-
ntad earnings,

3. Earnings: Net enrnings of foreign
corparetions plus net earnings of foreign
bronches.

4, Grogs dividends on commen siock:
Dividends an common stock paid out
to T1.5. pneents by foreign corporations,
hefore deduction of withholding taxes
prid te foreign gavernmants.

5. Foreign withhulding laz: A tex on
common stock dividends withheld by
the payor ot the tima the dividends
are prid; distinguished irom on inccme
tax, which is imposed on the carnings
of o business. Texes ave also withheld
by the payor on paymenis ol inlerest
and  preferred dividends, but Doth
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interest and preferred dividends are
reported to the BEA Internationnl
Investment Division net of such fayes; ™
therefore, our date on withholding «
taxes relate only to those on common
stock dividends.

6. Iqpidends; Dividends on common
or volng stock only, paid by foreign
affiintes to U.8. parents, net of foreign ©
withholding taxes (sem 5); dividenda.
urs & balance of payments intome flow
item,

7. Preferred dividends; Dividends
reqeived by U.8. parents on preference
or non-voting shares, aftar deduction of ©
ony foreipn withholding toxes. Pre- ;
farrad dividends ars a balance of pay-
ments insome How item. Preferred
dividends ars trented in the same way
us interest in these accounts even
though on the foreign company’s hooks
they ara not charged as an expense.

8. Jnteresi: Interest received on |
intaresmpany accounts or on long-term 1
debt of foreign affilistes held by U.S.
diract investors, after dedustion of any
foreign withholding toaxes. Tnterest is"l
not included in enminge (itsm 3) sinee 4
it is deducted as an expetise item by the
foreign firm, but it i & balapce of pay-
ments income flow item.

9. Interest, dividends, and branch
earpangs: The sum of dividends {item
6}, preferred dividends (iiem 7), and s
interest recaived by or credited to the
account of US. direct investors {liem
B}—=ell net of {oreign withholding
txes—plus branch enrnings after for-
eign toxes (item 2); sll hefore U5,
taxes.

10. Retnresied earnings: Not earnings
of foreizn corporstions (tlem 1) less
gross dividends on common atock
(item 4).

o
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